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tecrms of the proposed Merger, Clear Channel would convert its ci::: A common
stock in Heftel i1n:z newly authorized non-voting Class & common Stock.
Additionally. it is anticipated that Clear Channel”s ownership in excess of 30%
of the outstanding shares of common stock of Heftel would be transferred to
Heftel. Clear Channel would receive an option to reacquire such shares from
Heftel subject z<¢ scc approval.

The combined Xeft=l/THS company (¥ew Heftel) would be the only Spanish-language
radla company to own and operate Spanish-language radio stations In each of the
top-ten Hispanic markets in the United States. wew Heftel would own the top
rated Spanish-language radio station in eight of the top ten Hispanic markets
and would own the top rated radio station in any format in four of the top ten
markets (Los Angeles, 3an Antonio, E1 taso, and McAllen/Brownsville/Harlingen)
among Adulte 25-54 years old. wMcHenxy Tichenor. Jr-. would become the Chief
gxacutive OFFicer of New Heftel which would be headquartered in Dallas, Texas.

Mr, Hays said, "#e went forward with the tender offer for Heftel based on a
strong belief in Spanish-language radio and the fact that we were uniquely
positioned to consolidate the business. We view the merger of Heftel and
Tichenor Media System as zhe most essential zt:p in the process of
consolidating the Spanish-language radio industry. We believe that tiew
Y=irzl's strategic position and the Tichenor management team will create a
platform to be a leader in Spanish-language radio. Under Mac Tichenor®s
management. Tichenor Media System zommands the largest audience and revenue
Share of any Spanish-language radio operator in each of its markets. Twis
primarily did it the hard way. by acquiring and converting English-formatted
stations =0 tap-rated Spanish-language stations. In so doing, TMS has provided
its shareholders a superior return. and we are optimisties that sur investment
in New Heftel will continue to increase in value under #ac's leadership.”

#r. Tichenor said. "The combination of Heftel and Tichenor Media System will
<paGes 3

create the largest Spanish-language radio broadcaster in the United States and
the snly one with a presence in each ¢ the top ten Hispanic markets. We
believe that the combination of these twe highly successful, quality-driven
companies will allow us to offer exciting and unprecedented opportunities to
our audiences. advertisers. employees and shareholders."

New Heér2l's radio stations will reach approximately 17.3 million Hispanics. or
approximately 63% of the total Hispanic population in the United States.
Hispanic households =n average zre larger younger and growing faster in number
than Non-Hispanic households. As a result, Hispanic-related consumer
expenditures are expected to outpace the growth in total consumer expenditures
in the United States, and Hispanic advertising revenues are expected to grow at
a tastz2r rate than radio advertising revenues in the general market.

subsequent = the Merger, New Heftel will be the leading Spanish-language radio
company in the United States. The stations of the merged company. including
pending acquisitions. will be as follows:

<TRELE»
<CAPTICH»
HISPANIC
MARKET HISPANIC HIFTEIL TICHSNOR
RANK CITY POPULATION STATIONS STATIONS
<35> <Qm EEolY <2 <Cx
1 Los Angelss 6,012,000 KLVE-FM, KTNQ-AM
2 wew York 3,278,000 WADO-AM, WPAT-2M
3 Miami 1,35%,000 WAMR-FM, WRTO-FM
WAQI-AM, WQBA-AM
4 san Francisco 1.120.000 x30L-FH, KYLZ-FM(a}
5 Chicago 1.106.000 WLXX-AM woJo-vH, WIND-M
6 Hauston 1,078,000 KLTN-FM, KLAT-AM
KLTP-FM. ¥RT%-FM
KLTO-FM, ®s2q-ax
1 San Antonio 1,018,000 KXTN-FM, KROM-FM
KCOR-AM, KXTN-M
8 Meallen/8rownsville/ 803,000 XIWW-FM, KGBT-M

Havlingzn KQXX-FM
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SMALL CAP

Heftel Broadcasting

The King of Spanish Broadcasting

HBCCA

Best play on Spanish-language broadcasting.

Will be the consolidation vetucle for
Hispanic media.

Large market focus

[nitiating coverage with a Buy
recommendation.

12-month target price: $40.
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Viewpoint

W ars rutianing coverage of Heftel Broadeasung
JHBCCA)Y wath a Buy recommendauon Our L2-
menth target pnce for the stock 15 $40

Tne "New Heftel” s a pure-plav radio station
2carzror, which wail oun or operate 34 5@a0oNs in
zazh of the top ten Spanysh markets These are
exciusively o Hispanue tormats. making MHefiel the
largest Sparush language aperator 1n the country

Iavestment positives mclude

s 3ramish Language Formar Spamsh language
TACIO 15 growing far faster than non<Spanish radio
Onver the past ten v2ars, Spanish-formatied stauens
havz grown revenues Dy 1370 per szar versus some
873 far the industms 1s @awhole That 13% s now
2c:zleraling, as the Sparush narker conseldates and
oreadeastars reach 3 sntieal mass

« Largest Broadcaster in This Marker, With an
ssumatad S$30 mullion in pro forma broadeast cash
flow in 1997, and with 34 stations, Heflel 15 the
largest Sparush language broadeaster nthe U §
The stock market has always pad apremyum for a
leader ina field, and HBCCA is just that—a lzader.

» Large Market Focus: As most of the Spanish-
speaking population is located ;n a number of large
urban markets. Hisparue broadcasting tends to be
concentrated wn these areas. The market generally
views large marketbroadeasters in abetter light
than their small market brethren, and Heftel should
therefore benefit from thus bias.

« Clear Channel Connecnon. After the expected
2ddiuion of Tichenor Media CCU will hold a muni-
mum 0f42% oFthe fully diluted KBCCA shares.
The oppertunuty to invest alongside Clear 1s tco
good 10 pats up. Heftel should over ume, trade

- any

much like Clear Channel. except that Soansh
language broadeasting s growng fister faan aon-
Sparush broadcasting. arguing pernaps for an f\en
tugher muluple

» Consofidaron With CCU unvolved. thers s . zo2
Jsubt inour munds that Hefel will continue 10 e
the consolidator of Hisparue broadcasing :n w2

LS Inaddinon. the company may mose soutt of
the border. growing its business ints Mevisz Lain
Amenca. and South Amenca Consoldatacs aave
anjoved premium muluples inthe marke! anc Hada!
should be viewed 1S just such an znumal

Of course. there arc some concems

&le W markets, tienit—i bk \ D 2e cizvel |- 5
own ments Whle we view the stock Isanracine
even withou! acquisitions, the SOmMpans amnat =2oe
10 get 3 premuum multipie without them. despitz i3
pre-emunence in the fast-growun Hisparus nuche

At §30. the stock currently trades at 14 8 pro forma
tumes our calendar 1997 broadeast cash Now #sii-
mate We feel the Srock shouid trade more 7 ne
with ather consonidators |f HeRel simply sphis the
difference between its current after-tax cash flow
multiple and that of othet sonsol:dators ke CTL
the stock would be at 134 per share Ona 597
broadeast cash flow basis. thus same anaiysis vigids
a$35 implied pncc.

Since we ars not smart enough to quibble over 3
dollar or rwo. we have set our Lmmediale pnce -
get at 135 Looking out a vear further. our prics
target is $40 Considenng CCU's demand for 2
20% return ON equity i all of us dealings. investers
ai $30 should certainly €4 an agove-markel retum
over the next few vears.
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\He\ftil Broadcasung

We believe that there are both revenue and margin
:mprovements available it Dallas. The opportunuues
for further sxpansion wn Uus market are shm, as the
FATKE ToT Sauons (s fugnly compeutive and the

—T3Tr T TIToRE equally Tugh Fletiel s best chance

77 2aditional signals 1s some sort of swap with an
snssung piaver or capializing on the loomang
Wasunghouse dispositions However. given its
Jorunance 1 the market. we don 't feel that further
axpansion is necassanly needed.

Miami

Miamy s cartawny one of the most interssnng mar-
\als a5 concerns Spanish language radio The mar-
kar 15 considered a must-nave for broadcasters.
Jzspite the curthroat compenticn that has solved
nere Thers are perhaps | 4 muilion people of
Hispauc ongn. vet thers are over t2n stauons
serving thus commumuty. Thus makes little sense to

us

The market 15 currently led by Russ Oasis. whose
two stanons probably cash flow i excess of $10
mullion. (Not bad feor a $30 million nvestment.)
SBS has a stanon wn the market that likely loses
money. Heftel, despite its larger revenue base,
does not do much better, The company probably
has $50 rullion worth of snck stations in the mar-
ket, and certainly needs no more.

Hts two FM stations are respectable competitors in
the market and provide mche programmung to the
Sparush language communiry. These stations have
mearungful positive cash flow. The AM stauons are
another marwar enurely. [n the first few months of
thus vear, these AM properties sold 35 muilion of
advernsing. Unfortunately, costs matched expenses,

'(nciuding substantial promotional spending. We ex-

pect to see a returmn to positive cash flow under new
management.

The best opportumty for Heftel might just be to bite
the bullet and purchase Oasis, taking the Hefte! sua-
tions out of the format and easung competition for
listeners wn the market.

Las Vegas

While the Spanish-speaking population of Las
Vegas is not large. there are plenty of Spanish-
speakung tourists who visit the Mecca of gaming.
Heftel's stauon wn the market is marginal at best,
and will probably be soid to a player like American

Radic Systems that 15 consolidatng the market n
the meanume. the stzuon hums along rucely . douwng
pernaps $100.000 in zash flow per vaar

Heftel Network

Heftel also programs and operates a Hispamuc nzt-
work Whule dus concept certainiy makes sanse s
resuits (o date don 't fully do it jusace Curremty, e
nerwork (s losing some $2 mullion cervear and wath
the luruted staton lineup availabic to e former
Heftel management, 2 tumaround sezms unhikzh

Our best guess 15 that new management witl zare
back costs unnl it consolidatss 3 sufozn peram
age of the market, and then. and onls then rascma
the network 1n 3 more hmited form

Management: Already in Town

The question of who will run this compansy wag
answerag on July 9 wnen Heftzl announced (s
intended merger wath Dallas’'s Tichenor Media

~ Svstem. HBCCA connirmed oy suspicions that
would either purchase or merge [ichenor Media
TATS FIERET, and furn TiE rEs of the company over

10 MacHenry Mac Lichenor (learlyv. the manag-
ers at CCU have Little Sparush-broadeasung expen-
ence, and do 0Ot profess an experuse i the subject.
Tus happens to be one of the strengths of CCU
management: the ability to realize where their
strengths lie. and when tacking an ability, finding
someone with the requisites talents.

The Tichenor group was started many vears ago (in
the 1950s) by the grandfather of “Mac™ Tichenor
The company is located in Dallas. and will probably
throw off some $14 rmullion n cash flow n 1997
before losses from Dwo start-up stations and an
emergung Spanush language version of MTV

The important thing about this deal is the level
of trust between the two familv-run compatues

Despite public shareholders. CCU 1s run very much
in a pnivale mold with an emphasis on increasng
RATEROIdET value. and INvesiors nave benented

-

through the vears. The Mays famuly 15 known as

being excelient broadcasters wn all senses. and are |
thought of as Tionest, personable peapie with whom
to uSLNESS. same could be said for the

Tichcnors, aiﬁoug thev h;ve not expanded pearty

as far.

This 1s truly a match made in broadcasting heaven.

@ CS First BosToN
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Wel Breadcasune

Did We Mention Television?

Beyond the obvious consolidation i radio. thers are
nermous opporturuties in other media, most profu-
nently n television. Both Telemundo (TLMD) and
Univision (soon 1o be public) have television sta-
tions in the largest markets 1 the country and are

We believe that many owners. ncluding CCU,

realiza that it is berter to be a smaller owner o7 2
blockbuster v estment than a full owner a7 am ohan
wnvestment A consolidazed Hisparuc broadzasing i’
invesyment is Uiy a biockbuster. vét no one ::u. 1

CCU could put it togethar [f the other companies

could. they would have [f Evergreen Megia warg

senenaily butting heads over programmuing. A
raticralization in tus markat would be beneficial 1w
ail invoived, and (f tus raucnalization spilled over
into radio, the benefits would be magnified.

The abilins for any operator (o cross-promote 1s
2xaiting. but in a market hke tus Spanish broad-
casung market, these opportunuties are magnified by
the lack of outlets The fact that no Hispanic broad-
casier has rsached the cnncal mass o dnve mean-
ingful pricing wnersases siresses the need fora
sonsoiidation i Hispanie media that crosses media
foundanes With CCL i the mux with the owners
af Telemundo. who are financial wn narure, and
LUruvision. who are linked to ather farge and power-
5l Hispanic broadcasters, there 15 2 good chance
that the economuc opporturuues will prevail on the
plavers to work n urson.

The Tender

CCU’s tender for all cutstanding shares of Heftel at
$23 per share expired on August 5. A puzzling sum
of almost 300,000 shares was tendered and not
withdraun Az a result, CCU now owns 7.3 million
shares of Hefiel Class A veung steck, reprasening
#3% of the outstanding Sham

With so much opportunity, the question of why
CCU was wlling to let 37% slip through uts fingers
certainly comes up. The answer is CCU wants to
keep the company separare as a consolidauon veh;-

CIe tor this mar tion, it will use the
public currency 1o compensate the management it
ohngs 1.6, L1 3 1A a pure-,
plav Hispamic r, not 4 § subsidiary of

a larger Dr ] we 1eve

separale sIOCK was cnucal In the ability (0 merge

_Tichenor With Heftel.
What many people don'tunderstand about the Spanish
broadcast market IS it [ 15 dominated by famuly-
owned-and-operated compamies These comparues
wish to remaun (n “friendly” hands, and h e ability
for CCU to help realize each managers dream of a
largs Hispamic braadsasiing empire is powerful

conngent in its abiny 1o put zogew—" e oz

T wourg hase topped Ll 5 0id [0

CCU is able to bang together parmas .::.t__\\hm\... '

otherwise wish to fight tat the opponuminy .5 53,

v 25t

Financials

The Past: 1596

We are taking the view that 1996 5 donzwar 2ns
rhac investors should take the ‘«nz s :w Ingoralus

}ear-cnd. will be g calendar V23 COMmEANY Sing
forward.

1996 will have seven months under the former man-
agement team. It should include plenn of losses
from the network. severance costs for the currant

- management on top of the cash thev are bewng

paid for their stock holdings, and other noncash
restructunng charges. We have assumed that
Tichenor gets folded in at the end of first quarter
1997, although. 1f we were the berung npes, we'd
wager that HBCCA will do a deal or nwo by vzar-
ma.

Inaddinor, it IS likely that CCU will rzaegouais te
bank debt, r#suliing (1 more one-tume charges re-
lating to unamorlized bank fees In other words.

| 996 wiil be a hig financial mess. with little revzal-
ing warmation for the wvestor

What should be revealing 15 the market posinons of
the stations and h e revenues and cash flows that
they generate at the stanon level. if one weres able to
strip out extraneous costs. which we'r¢ not fulls
confident we zan do.

That all betng said, or wnten as the case |s. net
revenues should be tn the $30 nullionrange with
margune at the stauons n the 33% range. leaving
broadeast Cash flow of $24 muilion. This. of course.
includes some $2 mullicn of losses associated with
the nepwork. All of thew Agurss are for calendar
vear 1996,

pus——_— s

@ CS FiRsT BosTon

KS 024905 7

CONFIDENTIAL




Heftel Broadcasting

S~ |

Corporate overhead. d=pending on whether or not
e seterance costs are included, will be vanousiy
S< muilicn or $14 nuilion, far 100 tugh for 2 com-
nanyv of thus size Depreciation and amortzaton
shouid come w1 ar the $6 mullion range. Interest
:xpenses, pegzed at LIBOR plus 200 basis points,
could bz almest $10 mullion, on the roughly §133
muiuon i debr outstanding

Earmungs per share, without all the charges. could be
50 39, however, with the charges taken, the com-
zany vl shoa 3 loss Of at least St 10 per shars—
and probably mare

Without the axtra itams, afer-tax cash thau per
sharg could be in the 51 13 mangs, up 46% from the
szar hetors

The Near Present: 1997

<357 will be the Arx vear that both Hcftcl and

Tichenor 433203 fal wader common canuat and
we believe CCU's wuluencs duang the bu
swele =ygualls Octdber or Sovember—wall

e -

Denensial

VW' arc sxpesung pro forma rsvenuss to aggregats
$130 mullion. If there is work to be daas, it is on the
cost line. We arc «stumating costs to be ftag to down,
as the company cuts back pramonen to a more rea-
sonable l&vel, sheds most of the losses at the net-
work, and reums Vi management £xpensss,

A company op#taing SPWsh stations in the size
markers that Hcftcl 1s in should have a minimum of
a 50% broadcast cash flow margin as agoal. We
espcct HBCCA to hang margins to the 40% rangc
in 1%97, davipg cash fiow to $50 nullion pro forma.

With Tichcnor. the combined company should have
corporate overnead 1n the $4 mullion range. Interest
rates should come down te LIBOR pius 150 to 200
basis pewnts, amounting to roughly $16 million. De-
preciation and amortzanion should continue 10 the
S|l mullion mange.

The company aas $15 million in N O L available for
1s USe, but with the change N control, thers1s a
possibility that HBCCA wili be limited wn their Use.
We have kept a 42% tax rate vi our model from a
reported Basis, and have then subtracted roughly Sl
million to show the s&f2st of the NOL _We do re-
capture some of this wx «Fect on the cash flow
stalement,

o

The net result of thys fimaneial raper could ==
eamungs p¢r share i the SO 9% range ans mars
imporangy. arar-tan cash fow in me 50 F1- o
rangs, Up seme 40% from [998 a

Since Tichcnor won't be foldad :n unt! the ens ot
h e first guamer. NC actual rapomec aumoers i, =z
different Broadeast cash How shourd meimims $la

mutlion rangc. «1tx EPS ana ATCF comuing inas
SO0 56 and $1 19, respectivein

Financiald¢#1ming: Aczuistions Galore

lt 13 an interesting snercise 1o OOk AL T2 IoeTany
as if Heftcl ucrc abbl= to somelete all 2f ns 2zais
menuoned in this report Prc forma oroaccast 2ask
flow for Heftcl olus Tichenor 1nd Oasis zouié oo
560 mullion in 1997 Assurmung Sz sime corporais
wvarhead as before. we gci to an EBMTDA numzer
of §58 rmullion.

Assurmung Hcftl purehases e Oasis assaws Sor
cash adds an ssumatad $100 muthon o debt Degre.
slation and amomization would musnraom 2§11
million. la2viag $11 nullion 1 pratas income

After-tax cash flow per share would thercforc he in
the S| 73 rangc. With 3 CCU-lke multiple ona
areadeast <ash flow number of $40 nullion. the
stock could wrade aver 542 per share withun a \2ar

Cash Flows

Heftel is still a radio company and. as such. surfers
from a severs glut of free cash flow In so much as
both CAPEX and working capial here are mirsmal.
and that workuing <apual nesds arc quite small. fres
cash flow generatan and. thercforc. dcbi pavdown
should be peedigious Infact. the compan: rewins
some 510 million w woiking capial v the deal,
parually offserting the $10 nullionwn et severance

pad to exiing managsment.

We have taken the NOLs in an aggressive fashion,
recaptunng most Of the tax benefits in the first tires
vears Inadditien, we have used all free cash avadl-
able to pay down debt.

From thus we sxgect some § | |7 per share in free
cash flowto be generated by the company in 1998,
despue the setbacks, Thas number should grow
meely t0 over $1.42 per shars in 1997, when the
company will hopefully start hemaahaging free
cash.

KS 024906
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At currear prce, Hefel tades at roughly 14 8
.ads our calendar 1997 nroadeast cash flow esu-
maiz CCL in contrast, trades at 16 3 umes our
1997 estumate One could argue dtrat CCU was
rznalued and Heflel someaily paced, but we
wotidn tdare We are firm believers that CCL de-
s2n s every multiple pount it gets, and that HBCCA
wiil start trading more kike CCL and less (ke 1ts
former self If the markat merely accords it a mulu-
ple haifway benweasn wself and CCU. the stock
should e §14 today, maving up to $40 1 12
months

On an after-tax cash flow basis, the case is equally
zampeiling Looking at our 1997 sstunate of $1.38
Ser SRare gives us a price target in the $33 range
1aday . moving up to 539 i 12 months on the $1.76
=xpeciation for 1998

discounted cash flow analvsis also confirms that
the Stock s currently undervalusd. Using a 20-vear

DCF wath 7 3% loag-izim growth nt free cash flow

vields a prce target 1n excess of 40 Given the
growth 11 Spasush hroadeasung, we would expect
thus to be low.

\@:‘cl Broad:asung

As such. it 1s a handy shortcut We would argus
sirenuously that CCU deserves the mulupie i g2ts
for a few sumple reasons it has grown afer-Ux
cash flow at over +0% for the past fise vears. ana
1997 15 likelv 10 be no differant The company Ras
market posions that are the envy of the wndusty,
making that growd ail the more predicadts fus
increasing the mulupie that ons =ught fas for va:
stream In addition. and of pamamcount mmporane,
15 the Fact that CCL has been abie o rainvest sapi-
tal in high return businesses. especially this vear
giving mvestors confidence that the growth ratz il
contnue far bevond 1997 Deng 2 long-tarm dis-
counted cash flow analvsis shows that ths man s
imputing a 2% growth rate 1n Tee zasa fow Tom
current assets long s the furure As 2 tompans
i3 now set up, thus s aaursly possitle, sspesiailn o
cne considers the possidiines a7 releverage and
stack buvharks

S0 how does thus retate to Heftei” In sven wan

We arg arguing for a higher afler-tax zash flow
multipie for the company Demozrmaphics dictate

. that revenues at dus compans shouid arow faster
“than at CCU, all tungs beng qual Wath the same

Bared on these factors. we feel that HBCCA should A conwors. cash llow should grow taster as well

trade w the rud $30s today, moving up @
$4¢ wattun 12 months.

Soms Philesaphy On Valuation

Since we have recently ban wvolved wn an offering
for CCU, the question of what is the proper way to
valus these comparues =2rainly has come up We
vigw {Tas cash flow as the best methed, but bamag
all the calculations, multiples of after-tax cash flow

Competuon 15 less fervent in thus sectof. arguund

market as we expect it will Thus HBCCA s after-

A

£

Tnr3 long compenuve advantage penod. Thus is _
especially true 1f A 15 able to consclidate the

tax cash flow growth could excead CCL's over

tme. and it could be more steady aithough the obp-

portymuties fOr reui=csanent over time Mzt not be

as greatin the US Forunatelr for HBCCA. there
$0-5p

uork fine aswell Essenually, a multiple of aflec- ——we 5 Granae, and it stretches <ieat lo 1 12r1s del

tax cash flow takes mto account the absolute |evel
of b a cash beung generated today, the likely growth
rate Of that cash flow I the future, and a termrunal
gtowth multiple of that free cash flow discounted
back wte today's dollars.

g comanuniy just TOUTh of _

ruege We have hittle doubt that there are sigrufi- —

cant opporturuties_for HBCCA to pursue south of

the bordeL
With all that said, we believe it is clear that
HBCCA chould be accorded a multiple in Line with

CCU, if not exceeding it over tune |f this becomes
the CUE. as we expect it will, any 1avestor purchas:

g stock today is in for one heck of a nde
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Heftel Broadcasting

Conclusion

We would guess that there are very feu umes
ansond’s career when cne <an bang their ertirz
massed knowledge Of a subject 10 bear on a problem
1nd 322 it aS clearly as we believe we see HBCCA
The oppormunuty. 1 owr estUmauen, 15 enormous—
wne downside 15 munuscule 10 companson

Dzmographucs ire working for the shareholder.

as are consohidation, excellent management, and
financial engineenng Feu compames we know of
fave 33 much gaing for them. without the nsks of
paradigm shufis, ¢ 2 . the lnternec. or the nisks Of
tzzhnelogical obsolescence

-

We believe thar anention to cost cortrels. 1 fase.
growing revenue segment. consoiidatian of 3 sag-
ment o dire need of iz, less expensiv e nirest sas
and further vestment opportunuues shou:d 2!
combine to provide supenor afer-tax cash flow
growth for vears 1o come

We are ininating coverage of Heft2i Broadeasuae
with 2 Buv and 1 {2-month prez wrper of $40

N8, 05 Fro Boston Comoralon IS whr e A5 Nad gar sanes g
3 TARAM OF 22-MANIQE I § JUCHC 1TErmg sl es T Tadd Ttatve
A0 Seamsn $0a00asING 200 TANES @ DAY SINE 4 Leg o Ames-
Aa00 ang ~efel TOSng pAces as I Augus: Tl TGS

ATNCAn Rago (AMAD 3474,
ciedr Cramnen (GSU. 34V, Buy)
Tvergraen Wipca (EVGM. 464 Fv:
Zaan PN, 12" Not Al
Tamonaa M MO TR Nal Raiee
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wgftcl Broaazasung

Table 4
Annuai Profit and Loss Model

§ A NCSINAS. v1oe Der snare watd

Heflei Brasdeasung

1 el Y ear Eaded Dec J1 (S 2000 1998 A 19944 RALTY L996E 149" E -mg{
l |
| Jrom Revenues MR LE1 3 " lad LCNE N 2 NP LR
i
|
lL:-: Zammasniong B o IR 13 LES2 PR | 13,008 t s 1
-
\e:i:\-ﬂu 3 M =418 R .tk sa, 1T
LSun:m Jperaung £xperues 1L9&9 15 885 17 963 $5.850 11 ] 1) "ts
F-za2dst La3n Fow v 302 Jdas ) tiiy Rk Ly
Caraarans Sxpenges MERL] LYY 470 4+ 530 150l PR ]
'
Clmergieg Sasntoaw Z3ITO AL 5331 3335 f 434 v 381 4t .
I
z canon & amarmizihon R D] i I L %3049 i) A e ‘
|
Terraiag lacome 3181 434 Lt 11 IFRE N ) ‘
interea: apernsey b 3 NE L0 3.3%0Q 13441 LN ER |
et Income wm Equiry of TV tin 616 3 q 3 &} ‘
Cthet Unusual Liems i$34; [ RELH IREL TR N i3] v} 1
Pre-Tan income 791 1T L 309 S41.530% 14 3912 it
Reparned Tax Liabdiry b 108G 150 (19.11h 4798 10,519
Exuracrdinary ltems 1] 9 ] 0 [+ J
Nstingame 1,771 117 4.3%9 23430 [EEN N
Preferred Siocs Dividends 0 0 2961 0 0 a
sunoney interes L] {31 (1147 9 0 a
Net lncoma to Common per 4| 46 m (13,429} %597 I T
afer Tax Cash Flow EELY Rt a7 9.5 13,497 REER
Average Shares Quuunding 4613 5.18% 10.40% 10.t00 17285 17380
et lacome Per Share $0 3% $0.1% H:E T (32.17) £0 38 TS
Minenry larerest Per Shars 50 00 ($0.0My (30 11y 3000 $0 00 10 ou
Hepored EPS 50 59 £0 09 5024 (3217 30 46 $1 01
ARer Tax Cash Flow Par Shars £0 97 $0 51 3078 30 k9 119 $1 61
Margin Anstvae
Brosdcant Cavh Flow Macgin iy W% il 10% ite, 41%
Operaung [ncame Marpa 1% 0% TéN 4% Jity 1*%
Pretax Margn 14% 1% 1% Bl 11% 0%
Nst Incoms L3 % % 9% % L%
|ANer Tax Cash Flow 1% 19% 6% 1I% 17 0%,
N Chamge Yaur Over Year
Nat Revenss 2 ns 1% Sany [ %
Broadcam Cash Flow 6% 1% 1% 9% 26%
Pretax (meome £%% T Y S49% “1avy 95%
Nt [ncome 0% S1T4% Bl EEIE Y 1%
After Tan Carh Flow I S62% L 1% 1i4% 18%
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Heftel Broadcasting

Tabie 7
Valuation Model
b NCUSInES erzee 2ot srane sty

O~

Heflel Discounted Ca= & < -+

Lzside To Trreet

Werghtad Average Sha it Iss
Stocx Price )¢ |
Amount 8 Of o Tax  heenied
Tata Com Com i
Detn 189.600 587, 4 15, LAY
Equin $IAU1 TIaze.  3e0 83w, |
Totai 13T - ACT Loae
Current ¥ gld On HBCC & Demt T g,
Covermmer Bond Y:eld 130 YR 7-Balhy T 540,
Esuiy A sk Premium 500%
Seecdic sk Premuum T2 HBCC A LS04
PN o Current Sweam T30
Voo Fature Sweam 50082 S
Taal Encerprise \ange ' 180,399
Minys Curremt Detn 139,600
Tquity v aiue 290,798
Value Per Share $31 63
Discounted 3 10%% $4130 |
18 a~e_
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Americas
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Moscow {7) 501 %67 82W
Pacific
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Minato-ku, Tokyo 105, Japan

813 5404 5000

Auckland {64) 9 101 5500
Beijing (86) 10 501 4508
Hong Kong (852) 2847 0388
Melbourne (61) ] 280 1666
Osaka (81) 6 243 0789

Mexco Ciry
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Pordand

San Francisco
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Toronto
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Seoul
Singapore
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Wellington
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DEPOSITION OF JASON SHRINSKY, VOL. 2

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA

MIAMI DIVISION
CASE NO.: 02-21755-CIV-SEITZ

SPANISH BROADCASTING
SYSTEM, INC.,

Plaintiff,
Vs .

CLEAR CHANNEL
COMMUNICATIONS, INC.,
and HISPANIC BROADCASTING
CORPORATION,

Defendants.

100 Southeast Second Street

Miami, Florida
January 13, 2003

1:32 p.m. - 5:41 p.m.

VIDEOTAPED DEPOSITION

OF

JASON SHRINSKY

VOLUME 1II

-
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Page 220 |
MS. HARRIS: Okay. 1'il ask a couple

guestions and we"ll go off.
BY MS. HARRIS:

Q- How long did the meeting in San Antonio last?

A. I can"t -- 1 would be guessing because -- an
hour, hour and a half. It wasn®"t a whole morning or
whole afternoon. | would say hour, hour and a half.

Q. Did you meet at Clear Channel®s corporate
headquarters?

A. Yes, ma“am.

Q. How long did the meeting in New York with
Mr. Lowry Mays last?

A. I didn"t have a meeting with Lowry Mays in New
York

Q I"m sorry, Mr. Randall Mays. 1 apologize.

A That®"s all right.

Q. Randall Mays in New York.

A Ten minutes maybe.

MS. HARRIS: Let"s go off the record so the
videographer can change his tape and we"ll continue.
VIDEOGRAPHER: Off the video record at 3:41.
(Discussion off the record.)
VIDEOGRAPHER: W are back on the video record
at 3:43,
BY Ms. HARRIS:
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Q. To the best of your recollection, what was the ?
discussion with Mr. Randall Mays in New York?

A. It was pretty fairly brief saying, you know,
"Look, 1 talked to my father and the number 1 thought we
could go to we really can"t go to. We would be willing
to do 1t for this. Can you persuade Raul to do 1t?"

And 1 said, "You know, Randall, there is just
no way." And then Randall explained to me his fiduciary
responsibility, i1t"s a public company and what you have
to do and so forth, and I respectfully listened to what
he said. 1 said, "Randall, I understand, but there is
just no way." He said, "Okay, then, we"ll buy it on the
steps of the bankruptcy court.” And we both said ha-ha,
and he left and I left. No punches were traded.

Q. So you took Mr. Mays®" comment that Clear
Channel would buy SBS on the bankruptcy court steps to
be lighthearted?

A. No, I took i1t to be Randall.
Q. What does that mean?
A. Randall, in my opinion, has a different

personality than his father and brother. And Randall 1is
a legend In his own mind, in my opinion, unlike his
father and his brother. And it was principally telling
me, In my opinion, "You don®"t want to do business my

way, Ffine. You will eventually do 1t my way."
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Q. Isn"t it possible that Mr. Randall Mays was
making a light joke?

MR. DWYER: Object to the form.

A. No. Not in my opinion. | was standing next
to him, and the way he said it, | don"t think i1t was a
light joke.

BY M5. HARRIS:

Q- Was it possible that Mr. Randall Mays was
referring to a real concern, given the highly debt
leverage nature of SBS at that time?

A. No, not in my opinion. The reason being is
that the end of the day, because of something called an
FCC license, 1t"s very difficult, unlike 1f you owned a
building, to go into the bankruptcy court, if somebody
filed a Chapter 11, and tell the judge, 'You should
throw these people out that have been operating it and
let us go forward and we are going to buy i1t."

Heftel attempted to do that. Cecil Heftel
attempted to do that at one time because SBS was in
default of some payments to what was originally the Bank
of New England and then became the New Bank of New
England and then became Recocll, one word, Management.

And at the end of the day, the law firm for
Heftel explained that, if you are going to do that, they

will go iInto bankruptcy court and Jason will plead that
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there 1s no need to upset them as the trustee and you
will lose and he will win.

So, Randall is a very smart guy who had
nothing to do with the debt. It was pretty common
knowledge to people who had taken runs and i1t was going
to happen.

Q. How did you respond to Mr. Mays®" remark
besides saying ha-ha-ha?

A. I said, "Randall, ha-ha-ha, 1'11 see you. Say
hello to your father for me," which was always my
parting words to him was always, 'Say hello to your
father."

Q. Did you interpret Mr. Randall Mays®" comment to
be an anticompetitive threat to SBS?

A. I interpreted i1t to be rather vindictive, and
that"s what | reported. | don"t think for a minute that
I think 1t was an anticompetitive threat because it
wasn"t in that context. 1 thought 1t was a vindictive
remark and that"s 1it.

Q. IT you will turn now to paragraph 21R?

MR. DWYER: Did you say B or D?

MS. HARRIS: B as in boy. Following page.

A. Yes, ma“am.

Q. In that paragraph, SBS alleges that Mr. Mays
called Elizabeth Satin of Lehman Brothers and told her
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THE CLASS vCTE 3F 3UR ZrAss B COMMON STOCK MAY LIMIT OUR ACTIVITIES. Clear
Channel commun:cacisns. Inc Currently does not own ghares of Class A common
stock and therefsre 15 not entitled to vote in the election Of cur directors.
However, Clear Channel does o m all of the cutstanding shares Of our class 8
common stack, which has certain =lass voting rights over certain of ¢ur actions.
As a result, we may not take any of the following actions without the approval
of Clear Channel;

the saie of all or substancially all of our assets:

- apy ferger Or consolidation whare our stockholders immediacely prior to
..& c—rangacrion would nez own a~ least SO% of the capital sceck Of the

survivTa ehiey,
our reclassificat:ion, capitalizatvien, dissolution or liquidation;
our issuance z{ any shares of preferred stock;

the amendmernt OF our cerzificate Oof incorporation in a manner that
adversely affects the rights of the holders OfF the Class 8 commen stock;

- the declaration or payment of any non-cash dividends on any class of our
cammon stocxk; oOr
any amendrant T2 Tur ceriificare cf incorporation goncerning our capital
BLICK.
-5
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These provis:ions could nave cthe effect of delaying or prevencing a change in
control, ‘'which could deprive our steckholders of the copportunity LO receive a
premium for zhe:r snares These provisions could also make us less actractive to
a potential acquirer and could result :n holders of Class & common stock
receiving less consideratisn upon a sale of their shares than might otherwise be
available i1n the even: ©f a takeover attempt.

Shares Of Class 3 common stock are convertible into shares of Class A cocmmen
stock, subject te any necessary regulatory conaents. clear Channel would om
approximately 28.7% of our class A common stock if the Class B common stock that
it held an mazech 31, :39% would have been converted on that dace. Because OF the
FCC's cross interest policy. which bars a party that holds an attributable
relationship in one or more radio statizns In a market from having a meaningful
relationship with another radio statign in that market, Clear Channel may not
presently convert all of its shares of Class B commen stock into shares of Class
A commen steck, although the shares of Class B cemmon stock would automatically
convert into Class A common stock if Clear Channel sold the shares teo ancther
perron.

SALES BY CLEAR CHANNEL MAY AFFECT OUR STOCK PRICE. c¢lear Channel owns e
significant percentage =f our cemmon stock. Any direct Or indirect salea of our
stock by Clear Channel could have a material adverse effect on our stock price
and could impair our ability to raise money in the squity markets.

POTENTIAL CONFLICTS oF INTEREST BETWEEN US AND CLEAR CHANNEL. The nature OF
the respective businesses of us and Clear Channel gives rise to potential
conflicts OF interest Detween us. VW are each engaged in the radio broadcasting
business in numerocus markets, and as a result. in overlapping markets we compete
with each other for advertising revenues. Clear Channel's television and outdoor
advertising operations also compere with us for advertising dollars In
Overlapping markets. In addition. Conflicts could arise with respect to
transactiens involving the gpurchase or Sale of radio broadcasting companies.
particularly Spanish language radio broadcasting companies. the issuance of
additional shares of common stock, or the payment of dividends by us. For
instance. clear Channel currently owns a 40% equity interest in Grupe Acir
Communicacionsa. S.A. de €.v., one of the largest radio broadcasters in Mexico.

Clear Channsl hat advised us that it does net currently intend to engage in
the Spanish language radio broadcasting business in the United States, other
than through its swnership of our shares. However'. circumstances could arise
that would cause clear Channel te engage in the Spanish language broadcasting
business. For example. opportunities could arise which would require greater _
financial rescurces than zthecse available to us &r which are located in areas In
which we do not intend to sperate. Thus. although Clear Channel has irdicated
that it has no current intencion te dO 18, there can be no assurance that it
will not in the furure engage in the domestic Spanish language breadcasting
business. In addition. Clear Channel may from cime tO time acquire domastic
spanish language radio broadcasting companies individually ¢r as part of a
larger group and thereafter engage In the Spaniah language radio broadcasting



